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5. Report 
5.1 Proposed Executive Summary 
(Original proposal) 
Financial information that has being deteriorated by fraud will misled users. 
Hence, the main objective of this paper is to identify the association 
between five ratios of financial reporting risks to predict fraud. 
Furthermore, this paper also investigates the impacts of fraud detection on 
audit fee. Thus, sample of 10 of fraudulent companies and sample of 40 non 
fraudulent companies are being identified to achieve the objective. Stepwise 
logistic regression was being employed. The results clearly indicate that 
changes in sales, receivables and allowance for doubtful debts have 
significant effect of fraud detection. However, fraud detection gives no or little 
impact on audit fees. 
1 
5.2 Enhanced Executive Summary 
(Abstract of the research) 
Financial information that has being deteriorated by fraud will misled users. 
Risk assessment approach to the audit is expected to provide a better basis 
for assessing indicator that might lead to financial statement fraud. In 
addition, high business risk of client, will lead to increased in auditor's 
business risk which may damage the reputation of auditor as professional 
auditing practices. Thus, more audits work to perform to avoid auditor's 
expected losses. Consequently, this supposes result in an increase on audit 
fee. Thus, this paper intends to develop a model to identify the relationship 
between risks (i.e. financial reporting risks and business risks) in fraud 
prediction and its impact on audit fee. Hence, five ratios represent measures 
of financial reporting risks and five ratios of business risk assessments being 
adapted to model. A sample of fraudulent companies and non fraudulent 
companies are being identified to achieve the objective. Stepwise logistic 
regression was being employed. The results clearly indicate that risks 
assessment entered in fraud prediction models and audit fee shown mixed 
results for both risks. 
2 
